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For many years, China's financial system has been bank-based. However, after 
26 years of financial reform, particularly with the rapid development of financial 
markets, traditional financial system and structure are quietly undergoing tremendous 
changes. Not only is it possible for China to choose the market-based financial system, 
but also a market-based strategy objective for China's financial system reform has 
become increasingly clear. In the financial innovation spiral theory, the relationship 
between financial intermediaries and financial markets  are  great complementary 
and interdependent. Financial markets and financial intermediaries conduct their own 
duties. Financial intermediaries creat market-based products and increase trading 
volume to help market growth.The market lowers production costs  to help 
intermediary  to create more of the new financial products.  In recent years, with  
the rapid development of inter-bank bond market.,commercial banks and bond market 
in the field of micro-finance have shown great complementarity and interdependence. 
At  the same time,they make influence on each other and develop altogether 
according to the financial innovation spiral pattern. 
Based on the premise in this paper that " China is gradually moving towards two 
financial system integration. " and " the relationship between financial intermediary 
and  financial market  in the  financial innovation spiral theory is interdependent 
and complementary ", from the theory to reality, from the macro-finance to the 
micro-finance. this paper demonstrates the relationship between China's inter-bank 
bond market and commercial banks has gradually changed from an "alternative" to a 
"complementarity" through the theoretical and empirical analysis. And absorbing the 
experiences of countries such as the United States and Japan, the paper suggests the 
operation strategy for the coordinated and harmonious development of China's 
commercial banks and the bond market. For example, Firstly, commercial banks 













debt obligation(CDO) to solve the problem of mismatch of assets and  liabilities; 
Secondly, to expand voluntary liability  business and make stronger efforts on the 
non-asset and liability  business; Thirdly, to actively explore our standard benchmark 
yield curve and enhance the ability of the pricing for all kinds of business in the 
commercial bank as well. That is, from the standpoint of commercial bank, it is 
necessary to properly handle the adverse effects by the development of the bond 
market, but also to consolidate and strengthen the beneficial effects and their  
"complementary" relationship by the bond market. Thus it demonstrates that the bond 
market and commercial banks in the theory of financial innovation spiral have an 
impact on each other and develop altogether. On this basis, we explore in depth the 
operation strategy for commercial banks to handle the effects by the development of 
the inter-bank bond market and the proposals of improving the external environment. 
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